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A GROUP OF TRUSTS AND COMBINATIONS 

SUMMARY 
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ers, 630. — Michigan lumber retailers, 632. — Other lumber retailers, 
634. — Wholesale lumber dealers, 637. — Pacific Coast jobbers of 
plumbing supplies, 640 — Southern Wholesale Grocers' Association, 
641. — VIII. Conclusion, 642 

Recent investigations and government suits have 
brought to light numerous data in regard to the history 
and methods of operation of certain industrial com- 
binations and " trusts " which are interesting in a 
high degree. Some of these organizations show a 
remarkable similarity to certain pools existent two 
or three decades ago; some show strikingly unfair 
methods of competition; others that the pool form 
of combination is one of the most persistent features 
of modern industrial organization. 

Of necessity any examination of several of these 
combinations and trusts in the space of a single study 
must involve an undesirable degree of disconnected- 
ness, especially as, with one or two notable exceptions, 
those selected by the writer for examination present 
a great diversity of characteristics. In the majority 
of the cases there is not enough information available 
to furnish material for a minute study upon any one of 
these particular trusts or combinations. Hence a sketch 
has been attempted, in the space of the present 
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article, of the history and methods of operation of the 
following: the Electric Lamp Combination, the Key- 
stone Watch Case Company, the United Shoe Machin- 
ery Company, the Consolidation Coal Company, 
the Bath Tub Combination, the National Cash Register 
Company, and several wholesale and retail dealers' 
associations whose methods of operation have been 
substantially alike. 

I. The Electeic Lamp Combination 

Before the year 1905 the only incandescent lamp 
manufactured and sold in the United States com- 
mercially was the carbon filament lamp. These lamps 
had been invented many years previously and were 
in general use throughout the entire United States. 
In 1894 the patents on this type of lamp expired, 
and not long after this the first combination in the 
lamp business was effected. 

On August 4, 1896, the General Electric Company 
and six others x formed an unincorporated association 
known as The Incandescent Lamp Manufacturers 
for the purpose of fixing prices, allotting business and 
customers, and prescribing rules and regulations 
for the manufacture and sale of carbon filament lamps. 2 
The organization was to all practical intents and 
purposes a pool of the same general type as those of 
earlier decades. As in the case of the Wall Paper 
Manufacturers' Association of 1880 3 and the Sand 
Paper Association, 4 each member of the pool was 

1 Bryan Marsh Company, Buckeye Electric Company, Columbia Incandescent 
Lamp Company, Sunbeam Incandescent Lamp Company, Adams-Bagnall Electric 
Company, and Perkins Switch and Manufacturing Company The latter two of these 
concerns later gave up the incandescent lamp business. 

3 United States v General Electric Company, and Others. Petition in Equity 
m Circuit Court of United States for the Northern District of Ohio, pp. 12-15. 

> New York Senate Trust Investigation, 1888, p 610. 

« Ibid , p. 620. 
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obliged to make a large cash deposit as a guarantee 
of good faith and of conformity to the rules of the 
Association. Violations were punishable, as usual 
under a pooling agreement, by the system of fines. 1 
The first agreement was for a term of three years 
from August 4, 1896, and was extended from time to 
time until a new type of combination was adopted. 

After this organization was completed several other 
companies allied themselves with the original seven 
members of the association. In the few months 
remaining of the year 1896 four new concerns 2 joined 
the combination. In 1897 one new member 3 was 
added and in 1901 five 4 more. Several of the concerns 
either withdrew from the association or else discon- 
tinued the manufacture of carbon filament lamps, 
seven all told. 6 The Incandescent Lamp Manufac- 
turers also executed agreements with the Westinghouse 
Company under the terms of which the Sawyer-Man 
Electric Company, — at that time, the lamp subsid- 
iary of the former corporation, — agreed to main- 
tain the prices fixed by the combination. 6 

In May, 1901, the National Electric Lamp Com- 
pony was incorporated in New Jersey. This corpora- 
tion was a holding company designed to combine 
all the interests in the combination known as the 

1 Op cit Petition in Equity, p. 13 

2 New York and Ohio Company, Davis Electric Works, Avlesworth and Jackson, 
Bernstein Electric Company. 

3 Shelby Electric Company 

4 Fostona Incandescent Lamp Company, Colonial Electric Company, General 
Incandescent Lamp Company, Munder Electric Company, Warren Electric and 
Specialty Company. 

5 Op cit Petition in Equity, p. 14. 

The Shelby Electric Company and Bryan Marsh resigned from the combination 
shortly after its organization but rejoined it on Jan 4, 1901. Adams-Bagnall Company, 
Perkins Electric Switch and Manufacturing Company, the Dans Electric Works, 
Aylesworth and Jackson and the Bernstein Electric Company went out of the lamp 
business 

fl Op. cit. Petition in Equity, p 15. 
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Incandescent Lamp Manufacturers, excepting only 
the General Electric Company, the Westinghouse 
Electric and Manufacturing Company, and their 
subsidiaries. It was also intended to induce as many 
independent companies as possible to enter the com- 
bination. 1 The capitalization of the National Electric 
Lamp Company was not large. It consisted of $150,- 
000 of preferred and $500,000 of common stock. The 
company also issued $2,000,000 of bonds. The General 
Electric Company secured $360,000 in common stock, 
and the remainder of the common and the preferred 
issues, except about $16,000 of common, was distributed 
in acquiring the stocks of other companies, members 
of the electric lamp pool, as was also $1,314,000 of 
the authorized two million of bonds. 2 As a result 
of these operations, the National Electric Lamp 
Company found itself in control of all the parties to 
the original combination of 1896, excepting only the 
General Electric Company, Westinghouse Electric 
and Manufacturing Company, and five others. 8 Four 
of these five others were acquired in 1902 and 1903, 
while the fifth was brought into the combination in 
1907.* 

Before the incorporation of the National Electric 
Lamp Company, there were in existence outside of 
the lamp pool some seven independent lamp companies. 
Against these the new corporation began a campaign 
of acquisition. Of the seven competitors which were in 
existence outside the combination in 1901, it gradually 
acquired four. Of the six competitors which came 
into being between the time of the organization of 

• Op. cit. Petition in Equity, p 17. 
s Ibid , pp 17-18 

» Colonial, Munder, and Shelby Electric Companies, New York and Ohio Company 
and the Warren Electric and Specialty Company 
1 Op. cit. Petition in Equity, p. 19. 
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the National Electric Lamp Company in 1901 and the 
middle of the year 1908 the combination was also 
able to acquire three, two in 1905 and one in 1907. 
This movement is shown in the following table: 

Acquisition of Concbbns by the National Electric Lamp 
Company x 

Members of former Existing con- New concerns 
Year pool not controlled cerns compet- organized after 

inginl901 1901 





in 1901 


1902 


2 


1903 


2 


1904 


- 


1905 


- 


1906 


- 


1907 


1 


1908 


- 


1909 


1 



In order to finance these acquisitions, which were 
made sometimes by cash payments and sometimes 
by notes, bonds being used in only two instances, the 
General Electric Company now and then advanced 
cash to the National Electric Lamp Company, the 
latter concern issuing to it from time to time bonds, 
to liquidate the preceding advances. 2 Thus it came 
about that in August, 1905, the authorized bonds of 
the National Electric Lamp Company were increased 
to $4,000,000. In December, 1908, the $150,000 of 
preferred stock of the concern was retired and the 
$500,000 of authorized common stock was increased 
to $2,500,000. Of this latter increase $500,000 was 
issued to stockholders for cash in January, 1909, and 
at the same time the remainder was issued as a 
stock dividend representing a part of the accrued 
profits of the company. Again, in the middle of the 
same year the authorized issue of capital stock was 

' Compiled from statements in Petition in Equity, pp. 19-21 
2 Op cit Petition in Equity, p 22. 
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increased, this time to $4,000,000, the extra $1,500,000 
being issued to stockholders as a stock dividend and 
a portion of the accrued profits of the Company. 
The same process was repeated in March, 1910, when 
the issue of stock was increased to $5,000,000 and 
another million dollars distributed. 

The General Electric Company, it may be observed, 
had from the first owned a majority of the entire 
stock of the National Electric Lamp Company. None 
of this, however, stood in its own name, for the General 
Electric Company preferred that the National Com- 
pany should appear to be an independent concern. 

The lamp combination increased its control of the 
lamp business by entering into further agreements, 
in 1904 and 1907, with the Westinghouse Electric 
and Manufacturing Company, whereby the latter 
concern agreed to maintain such prices on carbon 
filament lamps as should be fixed by the General 
Electric Company, the National Electric Company, 
and their subsidiaries. Agreements of a like nature 
were secured from the Capital Electric Company and 
Kentucky Electric Company in 1904; and the Aetna 
and Gilmore Electric Companies, the Franklin Electric 
and Manufacturing Company, and Liberty Electric 
and Manufacturing Company in 1909. These agree- 
ments included the companies mentioned in the govern- 
ment's petition as being either existent outside the 
combination in 1901, or organized subsequent to that 
year, of which the National Electric Lamp Company 
did not secure direct control. 1 

In 1906 the General Electric and National Com- 
panies obtained by contract from the Siemens and 
Halske Aktiengesellschaft of Berlin as vendors " the 
exclusive right to manufacture, use, and sell in the 

1 Op cit Petition in Equity, p 25 See also supra, p. 4. 
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United States, its territories and dependencies, tan- 
talum filament lamps (excluding the manufacture of 
filaments therefor) " under the patents of the vendors. 
For this privilege the American companies paid $250,- 
000 in cash, 60 per cent of which expense was borne 
by the General Electric Company and 40 per cent 
by the National Electric Lamp Company. In addi- 
tion the American companies agreed to allow a share 
of the profits to the foreign concern and to buy all 
tantalum filaments of the Siemens Company. 1 In 
the same year, for $100,000 in cash paid to ven- 
dors 2 and an agreement as to a royalty upon each 
lamp sold in the United States, an option was secured 
from the Deutsche Gasghihlicht Aktiengesellschaft 
(Auer Gesellschaft) of Berlin for exclusive rights to 
the " tungsten filament " lamps that might follow 
the applications and inventions of the Auer Company. 
In 1909 an option was secured by the General 
Electric Company from the Bergmann Elektricitats- 
Werke of Berlin, Germany, and from S. Bergmann, 
upon their patents and applications upon all kinds 
of incandescent lamps and also the processes and 
machinery employed in the manufacture. The op- 
tion was subsequently exercised, and upon payments 
aggregating $175,000 3 the German company agreed 
to, and did, cease doing business in the United States 
after May 10, 1909. Further, in the same year, the 
applications and inventions covering " tungsten fila- 
ments " of the Internationale Wolfram Lampen Aktien 
Gesellschaft (Just & Hanaman), of Budapest, Hun- 
gary, and of Dr. Hanz Kuzel of Vienna, Austria, were 

i Op. cit. Petition in Equity, pp. 27-28. 

2 Division of expense between the General Electric Company and National Electric 
Company was as before 60 and 40 per cent respectively. 

8 General Electric sold the National Company 40 per cent interest subsequently. 
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bought by the two American companies, the former 
for $250,000, the latter for $240,000. 1 These pur- 
chases represented patents covering practically all 
the valuable inventions and applications of " tungsten " 
and " tantalum filament " lamps. By their acquisition 
the National Electric Lamp Company and the General 
Electric Company practically forestalled any possibility 
of competition in these kinds of lamps in the United 
States. 

The General Electric Company and National Electric 
Lamp Company were now possessed of a handle to 
use against the independent manufacturers through 
the jobbing trade. The patents upon carbon filaments 
had lapsed in the nineties, and jobbers were entirely 
at liberty to buy from whom they pleased. But 
both the " tungsten " and " tantalum " lamps were 
in competition with carbon filament lamps. Inas- 
much as this was the case, it now became possible 
for the lamp combination controlling these two types 
of lamps to require of all jobbers desiring to purchase 
them that they should also buy their carbon filament 
lamps exclusively from the combination. This state 
of affairs, so the government alleged, made it practi- 
cally impossible for any outside company to success- 
fully engage in the business of manufacturing carbon 
filament lamps. 2 The power of the lamp combination 
was from time to time greatly strengthened by con- 
tracts with makers of lamp machinery, tubes, bulbs, 
and bases, either to sell to the combination exclusively 
or else at prices greatly below those quoted to inde- 
pendents and competitors. 3 

Through the series of incidents described, the General 
Electric and controlled companies together with those 

i Op at. Petition in Equity, pp. 27-30. 
' Ibid , pp. 31-32 
• Ibid., pp 34-37. 
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concerns with which agreements had been made 
came to control ninety-seven per cent of the electric 
lamp business of the United States. This control 
and the methods by which it was acquired led to the 
suit by the government against the combination under 
the Sherman Act and the handing down on October 
12, 1911, of a decree against it in the Circuit Court 
for the Northern District of Ohio. It was ordered 
that the General Electric Company and all its sub- 
sidiaries must henceforth conduct business as the 
General Electric Company, all the subsidiaries being 
dissolved. 1 Contracts with manufacturers of machin- 
ery, bulbs, and tubing, prohibiting sale to others 
than defendants or obligating sale to defendants at 
different prices than to competitors, were enjoined, 
as were also agreements fixing the prices of any sort 
of lamps by the defendants in either the wholesale 
or retail trade. 2 Differentials on lamps of the same 
quality were forbidden. 3 Contracts compelling pur- 
chasers of " tungsten " and " tantalum " and other 
filament lamps to buy all their carbon filament lamps 
of defendants as a condition to obtaining the first 
mentioned were also prohibited. 4 Discriminations 
against those not buying carbon filament lamps of 
the defendants were forbidden and enjoined when 
such parties purchased lamps of other filaments. 6 
The right to fix lower rates to customers of rival manu- 
facturers than were made to the established trade was 
denied, 6 while those independent concerns formerly 

1 United States v General Electric Company in Circuit Court of United States 
for Northern District of Ohio In Equity, No 8120 Final decree, pp 3-4. 

2 Ibid , pp 5-6. 
» Ibid , p 7 

' Op cit Petition in Equity, pp 7-8. 

« Ibid., p 8 

• Ibid , final decree, p 9 
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in alliance x with the combination were forbidden to 
make contracts under license agreements, so far as these 
fixed prices and terms of sale at which purchaser or 
vendee from a manufacturer should sell incandescent 
electric lamps. 2 



II. The Keystone Watch Case Company 

The second combination, the Keystone Watch 
Case Company, did not attain in its field of industry 
so great a degree of dominance as did the lamp com- 
bination in the manufacture and sale of electric lamps. 
Neither does it exhibit methods of competition as 
questionable as did the latter combination and some 
others that will be considered. But it did succeed in 
obtaining a very substantial control of the watch 
case business ; and it is also of interest as an illustration 
of the widespread tendency on the part of manufac- 
turing combinations to control as far as possible the 
jobbing trade by fair means or foul. 

The business of manufacturing watches may be 
divided into two parts, the manufacture of watch 
cases 3 and the manufacture of watch movements. 
In 1899 the business of T. Zurbrugg, Bates & Baker, 
and H. Muhr's Sons, engaged in the industry of watch 
case manufacture, was consolidated under the name 
of T. Zurbrugg Company, a corporation, and almost 
immediately was acquired by the Riverside Watch 
Case Company of Riverside, New Jersey. At that 
time a corporation known as the Keystone Watch 

1 Supra, p 7. 

' Op. cit , pp. 9-10. 

' The statements herein made refer to the filled wateh case industry only Ninety 
per cent of all the watch cases manufactured and sold in the United States are filled 
watch cases. 
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Case Company engaged in the same industry was 
also in operation in the city of Philadelphia. Of this 
latter concern Zurbrugg and others were able to obtain 
control, and thereupon they organized under the laws 
of Pennsylvania " The Keystone Watch Case Com- 
pany " for the purpose of taking over both the Riverside 
Watch Case Company and Keystone Watch Case 
Company. For the latter of these two concerns 
payment was made partly in cash but mostly in the 
stock issued by the new company. 1 

In August, 1899, a concern known as the Phila- 
delphia Watch Case Company was organized by the 
interests connected with the parent company. The 
purpose of this concern was the marketing of the 
products of the Riverside Plant of the new corpora- 
tion, and also, it is alleged, to give to the general public 
the idea that the two plants of the combination were 
being operated independently. 2 In the succeeding 
year the combination began to reach backward into 
the field of watch movements, and acquired the entire 
capital stock of the New York Standard Watch Com- 
pany, a corporation of New Jersey, which manufac- 
tured a low grade watch movement and whose separate 
corporate existence was continued. This acquisition 
was closely followed in 1901 by the purchase of the 
United States Watch Company. A new corporation 
was then organized under the same name to take over 
the property and all the capital stock ($1,000,000) of 
this new acquisition. 3 

In January, 1903, the Keystone Company bought 
from a trustee in bankruptcy the trade marks and good 

i United States of America v. The Keystone Watch Case Company and Others. 
Petition in Equity in Circuit Court of United States for Eastern District of Pennsyl- 
vania, pp. 4-5. 

* Ibid., p. 5. 

• Ibid , pp. 5-6. 
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will of the E. Howard Clock Company. The Howard 
watch movement was a well known and favored one, 
and the Zurbrugg interests caused to be organized in 
New Jersey a corporation known as the E. Howard 
Watch Company, which took over the purchased 
trade marks and good will as well as all the property 
that had hitherto belonged to the United States Watch 
Company. The new corporation then proceeded to 
manufacture, advertise, and sell a high grade movement 
known as the E. Howard movement, which differed in 
many respects from the old, genuine Howard watch. 1 
Also, in 1903, the Keystone Company purchased the 
entire common stock of the Crescent Watch Case Com- 
pany. 2 Now the Crescent Company, which had been 
organized many years previously, had purchased in 
1890 the entire watch case business of the American- 
Waltham Watch Company. Three years later they 
had absorbed the Bay State Watch Company of 
Boston and dismantled its plant. 3 

In the same year the Keystone Company acquired 
a 42 per cent interest in the American Watch Case 
Company of Toronto, Ltd., a concern engaged in the 
manufacture of watch cases in Toronto, Canada. 
The balance of the stock of this concern was owned 
by the Waltham Watch Company and the Elgin 
Watch Company, and the officers of these two corpora- 
tions. The acquirement of this interest was followed 
by the organization of the Keystone-Crescent Watch 
Case Company, of Canada, Ltd., for the purpose of 
marketing the products of the American Watch Case 
Company. The capital stock of the Keystone-Cres- 
cent Company was owned by the defendant company, 

1 Op cit United States v Keystone Watch Case Co , Petition in Equity, pp. 6-7 

2 The preferred stock was also purchased in 1906. 
a Op cit. Petition in Equity, pp 7-8 
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the Keystone Watch Case Company. 1 The next step 
in the progress of the combination was a contract 
between the Keystone Watch Case Company and the 
Elgin Watch Company in 1904, whereby the former 
was placed in exclusive control of the entire export 
trade of the latter company except that to Canada. 
In 1909 another contract made with the Waltham 
Watch Company constituted the Keystone Company 
sales agent of the former company in all the principal 
foreign countries in which there was a trade in watch 
cases excepting only Great Britain, France, and 
Spain. 3 

Down to the year 1910 the operations of the Keystone 
Company may be described as secret. The organiza- 
tion of separate companies was continued, and separate 
sales agencies were maintained in the marketing of 
products. In the early part of January, 1910, how- 
ever, this policy was definitely abandoned by the 
outright transfer to the Keystone Company of the 
properties of all the various subsidiary companies. 3 
On January 15, 1910, a circular letter was sent to the 
various jobbers throughout the country. The letter 
called attention to the facts that: — 

1. A memorandum of prices was enclosed that was 

being sent out to all the retail trade. 

2. A memorandum of prices was also enclosed at 

which Boss, Crescent, Planet, Crown, and 
Silveroid watch cases and Excelsior watches 
were to be billed in future to jobbers; which 
prices were to be net and subject to a cash 
discount only. 

' Op cit United States v The Keystone Watch Case Company Petition in 
Equity, pp 8-9. 

2 Ibid., p 9 

' Ibid., p. 13. 
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3. It had been determined to sell goods exclusively 

to jobbers conforming voluntarily to the 
wishes of the company in the matter of sales. 

4. Whether the wishes of the Keystone Company 

were complied with or not, that company 
would, from time to time, exercise its rights 
to select the jobbers to whom it would sell 
its goods. It would refuse to sell to those 
who handled the goods of the Keystone Com- 
pany in a manner which that company regarded 
as detrimental to its interests. 

5. Sales of the brands mentioned under point 2 

would be at fixed prices, and it was desired x 
that sales by jobbers should be without devia- 
tion from the prices fixed for sales to retailers, 
subject only to the cash discount. 

6. All jobbers of goods under the above trade marks 

and also under the Howard trade mark were 
requested l not to deal in watch cases other 
than those manufactured by the Keystone 
Watch Case Company. 

7. Howard Watches would be sold under terms of 

the license. 

8. AIL advertisements of Keystone goods would be 

subject to approval of that company. 2 

To avoid any danger of misunderstanding the agents 
of the Keystone Company followed up the circular 
letter thus issued to the jobbers. The latter were 
informed that the terms laid down in this mildly 
worded epistle would be strictly enforced and that if 
the demands of the Company were not acceded to 
the jobbers might be entirely deprived of handling 

1 Italics are mine. 

1 Cf. circular letter of January 15, 1910. Op. cit. The United States v. The 
Keystone Watch Case Company. Petition m Equity, pp. 14-15. 
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the Keystone line of goods. This threat was influen- 
tial in securing exclusive contracts from a large per- 
centage of the jobbing houses. 1 

To destroy competition, the Philadelphia watch 
case works of the company were utilized to turn out 
large quantities of inferior grade watch cases not 
labeled with any of the Keystone brands, which have 
been put upon the market at prices regardless of cost, 
solely for the purpose of meeting the competition of 
other manufacturers. Threats of total destruction 
have been frequently used against its competitors, 
so the Government alleges, for the purpose of acquiring 
the business of these various concerns. 2 The result 
has been that the Keystone Company has been able 
to force out of the filled watch case business all com- 
petitors, except six who together do not control more 
than 20 per cent of the entire watch case business 
of the United States. 3 

In the circular letter of January 15, it was stated 
that the Howard watch was to be sold subject to the 
license which was issued with each watch. This 
license provides and has provided that: — 

1. This movement shall not be removed from its 

case or used in any other case, nor the case 
used for any other movement. 

2. This watch shall not be sold to any one who is 

regarded as objectionable to the manufacturer, 
nor the license removed from any box nor the 
box sold without license. 

3. Retailers shall not advertise, sell, or offer to sell 

this watch at a less price than . 4 

1 Op. cit. The United States v. Keystone Watch Case Company. Petition in 
Equity, p. 16. 
» Ibid., p. 17. 
' Ibid , p 18. 
' Ibid , pp. 21-22 
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The license states that the watch is covered by one or 
more of three patents and that a violation of the above 
conditions by vendor, vendee, or user constitutes an 
infringement, and that the infringer will be prosecuted 
as such. 

The price policy has apparently been to secure large 
profits. Leaving out of consideration the amount of 
gold, the cost of the manufacture of similar sizes and 
patterns of watches is about the same. Yet in one 
instance the cost to the retail purchaser of a certain 
case is twice the cost of a similar case, altho the latter 
case contains 20 cents of gold less. It is interesting 
to note that in 1910 the Keystone Company earned 
14 per cent on its capital stock of $6,000,000; about 
one-half of the capital stock, according to the Govern- 
ment, representing trade marks, good will, and the 
like. 1 

III. The United Shoe Machineky Company 

On turning from an examination of the Keystone 
Watch Case Company to the study of the United 
Shoe Machinery Company, one passes from a combina- 
tion with a very substantial degree of control to a 
combination that possesses practically an absolute 
monopoly. The United Shoe Machinery Company 
has for many years been pointed out, and with justice, 
as our foremost example of a patent monopoly. The 
formation of this combination, and especially its 
methods of retaining its dominance in the industry, 
are therefore highly interesting. 

In the manufacture of shoes four classes of machinery 
are used which are considered essential to the process: 
lasting machines, welt sewing and out-sole stitching 

1 Op oit , p 23. 
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machines, heeling machines, and metallic-fastening 
machines. 1 All of these four classes of machinery 
are exceedingly expensive to manufacture. Because 
of this fact and more especially because the best of 
such machines have been and are manufactured under 
letters patent of the United States by other parties, 
it has for a considerable period been impossible or 
else impracticable for shoe manufacturers to turn out 
their own machinery. To meet the enormous demand 
for shoes, manufacturers to the number of more 
than 1,500 have sprung up over the country. It 
was also necessary that shoe manufacturers should 
be equipped with thoroly up to date equipment, 
which, on account of the above mentioned circum- 
stances, they were obliged to secure from the manu- 
facturers of machinery. 

Prior to the seventh day of February, 1899, four 
companies, under letters patent of the United States, 
sold and leased in the aggregate 85 per cent of the 
shoe machinery included in the four above mentioned 
groups. These companies were the Goodyear Shoe 
Machinery Company, the Consolidated and McKay 
Lasting Machine Company, the McKay Shoe Machin- 
ery Company, and the Eppler Welt Machine Com- 
pany, all corporations of the State of Maine. 2 

Individually the proportions of machinery manu- 
factured by various concerns were about as follows: 
The Consolidated and McKay Lasting Machine Com- 
pany manufactured 60 per cent of all lasting machines; 
the McKay Shoe Machinery Company controlled 
about 70 per cent of the heeling machines made and 
about 80 per cent of the metallic fastening machines; 

1 United States v. Winslow et al Indictment No 114 in Circuit Court of the 
United States for District of Massachusetts, p 6 

2 Ibid., pp. 7-8. 
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the Goodyear Shoe Machinery Company manufac- 
tured both lasting machines and sewing and stitching 
machines. Its output of the former was about 10 
per cent of the entire country's product and of the latter 
80 per cent of the same. 1 

Until 1897, these various concerns operated inde- 
pendently of one another, shipping throughout the 
United States either on contracts of sale or lease free 
from restraint as to customers, prices, or rentals 
to be charged for their machines or terms of sale or 
lease. But the defendants in the suit by the Govern- 
ment, not satisfied with the large degree of monopoly 
that their companies enjoyed under the patents 
owned, and with a view to strengthening their hold 
upon the industry, organized a corporation at Boston 
on the seventh day of February, 1897, under the 
laws of New Jersey. This corporation was known 
as the United Shoe Machinery Company, and had 
an authorized capitalization of $25,000,000 of stock, 
divided equally between common and preferred. Its 
purpose was the manufacture, purchase, sale, leasing, 
and operation of, and the dealing in and with all 
kinds of machinery, tools, and implements, but 
especially boot and shoe machinery. Of this new 
corporation the defendants became the officers, and 
continued in such capacity down to the time of the 
filing of the suit against them. 

The United Shoe Machinery Company thus organized 
took over the capital stock of the four above mentioned 
corporations, — the Goodyear Shoe Machinery Com- 
pany, the Consolidated and McKay Lasting Machine 
Company, the McKay Shoe Machinery Company, 
and the Eppler Welt Machine Company, — by means 

1 United States v Wmalow et al. Indictment No 113 in Circuit Court of the 
United States for the District of Massachusetts, pp. 16-17 The percentage of the 
Eppler Welt Machine Company is not given. 
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of an issue and exchange of its stock for that of the 
four last mentioned companies. 1 From that date on 
the concern did business as the United Shoe Machinery 
Company of New Jersey, but also operated two other 
concerns of. which it was the real head, the United 
Shoe Machinery Company of Maine, and the United 
Shoe Machinery Company of Connecticut, and besides 
these some fifteen other subsidiary corporations, 2 con- 
trol of which the United Company from time to time 
acquired. When Winslow (the President) and others 
were indicted in 1911, the United Company and the 
corporations controlled by it were said to handle 98 
per cent of the total output of shoe machinery. 3 

Whereas formerly the various concerns manufactur- 
ing shoe machinery had operated in interstate com- 
merce both by selling and leasing machines, the new 
corporation absolutely ceased to sell any shoe machinery 
to shoe manufacturers, 4 adopting exclusively a system 
of leasing. By the terms of these leases the various 
manufacturers agreed to use exclusively for a period 
of seventeen years from the execution of the lease 
each and every machine included in the group of 
machinery controlled by the United Company, 6 being 
bound at the same time to use in their business only 
such machinery and forbidden to use the machines 
of any other company, upon penalty of the forfeiture 
of their leases and contracts. 6 The result of these 
tactics was to force out of business several independent 
concerns, among which were the Goddu Sons Metal 
Fastening Company, the Duplessis Independent Shoe 

1 Op cit. Indictment No 114, p 10. 

3 Cf last of Companies, op. cit , United States v. Winslow et al. Indictment No. 
114, pp 13-14. 

» Ibid , p. 18 

• Ibid , Indictment No. 113, p 48. 
» Ibid., Indictment No. 114, p. 18. 

• Ibid., Indictment No. 113, p 48. 
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Machinery Company, the Standard Shoe Machinery 
Company, and Harry E. Cilley. 1 

The United Company acquired for cash or by an 
exchange of stock a large number of concerns who 
were engaged in the same business, and also their 
letters patent, taking from the vendors in substan- 
tially all instances covenants not to engage in com- 
petition with the United Company and also covenants 
that if they at any time invented machines, or patented 
them, or improved them, or acquired any interest or 
ownership therein, they should assign the same to the 
United Company. A partial 2 table of the concerns 
acquired is of interest: — 

Table of Concerns Acquired by the United Shoe 
Machinery Company 3 



Date 
acquired 

1899 


Number of 
concerns 

5 


Date 
acquired 

1906 


Number of 
concerns 

2 


1900 


3 


1907 


1 


1901 


3 


1908 


2 


1902 


5 


1909 


1 


1903 


3 


1910 


4 


1904 


4 


1911 


3 


1905 


1 




— 



Total 37 

From the above mentioned contracts and cove- 
nants with competitors it would appear that the United 
Shoe Machinery Company has always stood in danger 
of competition in spite of its supposed patent monopoly. 
In other words, tho the basis of the control of that 
corporation has been the patent, it is only the repeated 
purchase of concern after concern at enormous prices 

1 Op cit United States v. Window et al Indictment No. 114, pp. 25-26. 

2 The Grand Juiors affirm m their presentment that the hst from which this table 
is made up is only a partial one 

» Op. cit United States v. Wmslow et al Indictment, No. 114, pp. 28-30 Table 
compiled from list there given. 
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and the taking over of newly invented processes and 
patents that have enabled it to survive. An exceed- 
ingly good example of this is seen in the Plant incident. 
Thomas G. Plant invented machines designed to 
perform all the operations of the machines included 
in the four groups necessary to the manufacture of 
shoes. In May, 1910, he installed in his plant in 
Boston a complete set of his new machines, disman- 
tling and taking out of the factory the machines of the 
United Company 1 which had been hitherto in use. 
The conclusion of the incident was that the United 
Company bought a majority of the capital stock of 
the Plant concern for $6,000,000. In return Plant 
assigned all interests in patents and rights thereto 
that he might own or control for the subsequent 
fifteen years. 2 

IV. The Consolidation Coal Company 

In one sense of the word it does not seem proper 
to include in this group of combinations and trusts 
the Consolidation Coal Company, on account of its 
close and intimate connection with the Baltimore and 
Ohio Railroad. Inasmuch, however, as the methods 
of that and allied concerns in dealing with certain 
independents are of interest it has been decided, upon 
consideration, to make a brief examination of it. 

The Consolidation Coal Company was incorporated 
in March, 1860, under the laws of Maryland, and by 
the early years of the twentieth century had outstand- 
ing $10,250,000 capital stock. It also had a bonded 
indebtedness of $600,000 outside of $1,000,000 of the 
underlying bonds of the Cumberland and Pennsylvania 

i Op cit Indictment No 114, pp. 31-32 
* Ibid , pp 32-33 
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Railroad which it had acquired. 1 On the 20th day of 
June, 1901, the Fairmount Coal Company was organized 
and purchased a large amount of coal property upon 
which were located thirty-five mines with an output 
at that time of roughly three and one-half million 
tons per annum. 2 In the same year, under the laws 
of Pennsylvania, the Somerset Coal Company was 
incorporated with a capital stock of $4,000,000 and 
an authorized bond issue of $4,000,000. 3 The Clarks- 
burg Fuel Company was also organized in 1901 under 
the laws of West Virginia, consolidating several coal 
properties. Its capitalization was $3,000,000 and 
it issued $2,500,000 of bonds. 4 About 1903 a process 
of rapid consolidation was begun. In that year the 
Fairmount Company took over the Clarksburg Fuel 
Company, 8 and the Consolidation Coal Company 
acquired a majority of the capital stock of the Somer- 
set Company for which it paid $22.50 per share. The 
final step in this process of combination was the acquisi- 
tion by the Consolidation Coal Company of a majority 
of the stock of the Fairmount Coal Company at a 
price of $47.50 per share. 6 

Prior to June and July, 1904, the Pittsburg and 
Fairmount Fuel Company had been shipping coal 
at the rate of approximately 300,000 tons per year. 
It sold its tonnage to the Fairmount Company and 
also secured the use of certain cars from the same 
company. In the middle of 1904 the Fairmount 
Company determined to put an end to this relation- 

• Moody's Manual, 1902, p 1423 

2 Report on Discriminations and Monopolies in Coal and Oil. Interstate Com- 
merce Commission, January 25, 1907, p 9. 

» Op cit. Moody, 1902, p 1658. 

« Manual of Statistics, 1902, p 422 

• Op. cit. Coal and Oil, p 9 

• Ibid , p. 11. 
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ship, and shortly after it purchased a majority of the 
stock of the Pittsburg and Fairmount Fuel Company 
at one dollar. 1 

In 1905, the managers of the Southern Coal and 
Transportation Company discovered that they were 
not making much money in their business. This 
Company owned 4,800 acres of coal lands in West 
Virginia, but it had been impossible for them to secure 
sufficient car service from the Baltimore and Ohio 
Railroad, which, it may be incidentally mentioned, 
was the owner of 52 per cent of the stock of the Con- 
solidation Coal Company. In consequence of these 
circumstances, the President of the Southern Coal 
and Transportation Company, Mr. B. F. Berry, 
arranged to sell the entire capital stock of the concern 
together with all its bonds for the sum of $375,000 
to Messrs. Watson and Wheelwright, President and 
Vice-President respectively of the Consolidation Coal 
Company. The last named gentlemen upon the 
completion of this transaction transferred to the 
Consolidation Coal Company 2,501 shares of the said 
stock, — a bare majority, — for $400,000, thus giving 
to the Consolidation Coal Company control, tho retain- 
ing a profit for themselves of $25,000 in cash and the 
balance of the stock, 2,499 shares. 2 

The original holders of the Southern Coal and Trans- 
portation Company stock had invested about $500,000 
in the properties, and in consequence lost a considerable 
amount. It was alleged that the property would 
have been worth a great deal on the lines of any rail- 
road which furnished equipment adequate to care 
for the output of coal. 3 

» Op cit Coal and Oil, p 10 
2 Ibid , pp. 10-11. 
• Ibid., p 11. 
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This final purchase placed in the hands of the Con- 
solidation Coal Company the possession of a large 
amount of coal lands, and by its ownership of fifty- 
two per cent of the stock of that concern the Baltimore 
and Ohio secured the complete control of a large 
proportion of the coal properties upon its lines. The 
real object of the Baltimore and Ohio in favoring 
the purchases by the Consolidation Coal Company 
of the Somerset and Fairmount Companies is alleged 
to have been protection of its interest, it being 
feared that these properties might be acquired by 
the Wabash Railroad. 1 

It may be added that a later railway investigation 
resulted in the sale by the Baltimore and Ohio 
Railroad of its interests in the Consolidation Coal 
Company. In order, however, that the Baltimore 
and Ohio might retain control of the coal traffic of 
that company a unique scheme was resorted to. 
A percentage of the purchase money was to be paid 
down in cash, and arrangements were made for further 
partial payments as security for which the stock was 
placed in the hands of a trustee. The final payment 
on this stock may be extended for a period of thirty 
years but the purchaser has no option to pay off the 
balance until the fixed periods of payment expire. 
Hence the last of the purchase money cannot be paid 
until the end of thirty years. The railroad retained 
a hen for the balance of unpaid purchase money, and 
by the terms of the contract of sale the Consolidation 
Coal Company shall ship over the Baltimore and 
Ohio Railroad alone until all the purchase money 
for the stock is paid. 2 

i Op. cit Coal and Oil, p. 13. 
* Ibid , pp. 13-14. 
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V. The Bath Tub Pool 

One of the most recent of our industrial combina- 
tions is the Bath Tub pool. The term pool is used 
advisedly; for while nominally the various members 
of the combination conducted business under certain 
patents licensing them to manufacture enameled iron 
ware, this device, as will be clearly shown, was a sub- 
terfuge employed to cover in a measure a form of 
organization that in essence was merely a manufac- 
turers' association for the purpose of fixing and main- 
taining prices. 

Sometime during the latter part of 1909 or early 
in 1910 the Standard Sanitary Manufacturing Com- 
pany and fifteen other corporations and thirty-four 
individuals, 1 — officers, with one exception, of the 
above corporations, — carrying on a business of manu- 
facturing and dealing in sanitary iron ware, bath tubs, 
lavatories, sitz and foot baths, wash sinks, drinking 
fountains, laundry trays, infants' baths, and other 
articles of a like nature, 2 entered into a combination 
which, as charged by the Government, was in restraint 
of interstate and foreign trade in sanitary enameled 
iron ware. Outside of the sixteen corporations the 
only other manufacturers and dealers in commod- 
ities of this sort were six in number. The total output 
of these latter concerns was so much smaller than that 
of the corporations forming the combination that the 
independents only controlled 22 per cent of the 250 
furnaces in the country, while their output was only 

1 United States of America v Standard Sanitary Manufacturing Company and 
Others In the Circuit Court of United States for District of Maryland, Opimon of 
Court, p 2 

2 United States v Standard Sanitary Manufacturing Company and Others No 
5163 A True Bill in the United States District Court for the Eastern District of 
Michigan, November term, 1910, p 26 
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15 per cent of the total output as compared with 85 
per cent controlled by the combination. 1 The annual 
value of the national output of sanitary and enameled 
iron ware was probably not less than $10,000,000 and 
was set by one party at as high as $14,000,000 annually. 
On August 4, 1909, one E. L. Weyman became 
commissioner or actuary of a newly organized or 
reorganized Standard Sanitary Enameled Ware Asso- 
ciation. To this Association all the corporate defen- 
dants belonged except the Kerner Manufacturing 
Company, and in addition the association was joined 
by four other concerns which later failed to become 
parties to the agreements which led to the suit by the 
United States. 2 Circular letters sent out by Weyman 
to the various concerns composing the Sanitary En- 
ameled Ware Association tend to prove that competi- 
tion from December, 1909, to April, 1910, between 
the various manufacturers was exceedingly severe 
and that sometimes goods were sold even below cost. 3 
One of Weyman's duties appears to have been to do 
what he could by correspondence to prevent the price- 
cutting among members of the Association. Cuts 
of from two and one-half to five per cent below the 
normal prices were a common thing in the business. 
Cuts of twenty per cent were not infrequently made 1 
These conditions of the trade seem apparently to have 
laid the foundation for the agreements that were 
shortly after entered into and carried out by combina- 
tion. 

1 Op. cit Opinion of Court, p 9 

2 Op cit United States v. Standard Sanitary Manufacturing Company Opinion 
of Court, p 14 

8 United States v. Sanitary Manufacturing Company and Others in the Circuit 
Court of United States for District of Maryland, No. 17. On final hearing, Brief for 
United States, p. 33. 

1 Op. cit. United States v. The Standard Sanitary Manufacturing Company. 
Opinion, p. 14. 
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A meeting of the members of the Sanitary Enameled 
Ware Association was held at Pittsburg on February 1, 
1910, and was followed by one called together by 
Weyman in Chicago on March 2. On the 29th and 
30th of the same month a two days' convention was 
held in New York City. 1 There were at this time 
in use, at least by several of the manufacturers of 
sanitary enameled ware, three competing patents 
for certain tools used in the trade known as " the 
dredger for pulverulent material," " the pneumatic 
sieve," and " the enameling powder distributer." 

These three patents were owned by the Standard 
Sanitary Manufacturing Company, the J. L. Mott 
Iron Works and the L. Wolff Manufacturing Com- 
pany. Tho bearing the above mentioned different 
names, all were in fact competing 2 with one another, 
being used in the process of manufacture for identi- 
cally the same purposes. 3 It is well to bear in mind 
the fact also that no one of these patents is essential 
to the manufacture of sanitary enameled ware, tho 
all are unquestionably useful and valuable. 

At the meeting of the trade on February 1st, a 
resale plan for its products was discussed. At that 

1 Op cit United States v Standard Sanitary Manufacturing Company Brief 
for United States, p 30. 

2 United States v. Standard Sanitary Manufacturing Company Petition in 
Equity in the United States Circuit Court, District of Maryland, p 15 

8 In the process of the manufacture of enameled iron ware the ware is at first given 
a coat of " Blush " or enamel m a liquid form. The article is then placed m a furnace 
and raised to a red heat, by which process the enamel is burnt upon the base While 
still glowing with heat powdered enamel is sprinkled upon it and the article is then 
returned to the furnace It is usually withdrawn, sprinkled again, and reheated to fuse 
the enamel. Tho of course the process may be repeated indefinitely, two coats of powder 
are ordinarily sufficient After the third reheating the ware is allowed to cool and is 
then ready for the finishing process. 

Before invention of the three devices above referred to, it had been customary to 
sprinkle on the powder by means of a sieve or sifter to which was attached a handle. 
The powder was sifted over the surface of the article by tapping on the handle of such 
sieve or sifter with a piece of iron. Later the handle of the sieve was supported from 
the ceiling by a counterbalance. In essence the new patents differed from the older 
unpatented dredge merely in the fact that the tapping was done automatically instead 
of by hand. 
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meeting or shortly after an assignment and licensing 
scheme was also decided upon. It was determined 
that the three patents should be assigned by the three 
companies then owning them to E. L. Weyman, each 
for a nominal consideration and subject to re-assign- 
ment after a short period of time at the demand of 
the assignor. 1 After the Chicago meeting on March 
2d, Weyman prepared the rough draft of a licensing 
arrangement or agreement to be entered into by the 
various concerns, and on March 30th, the second day 
of the convention in New York City, a resolution 
was adopted providing that the matter of a license 
arrangement and resale agreement should be referred 
to a special committee of five members to be known 
as the Price and Schedule Committee. The com- 
mittee was to interview the various manufacturers 
and to obtain their consent to the agreement, which 
was to become binding and effective upon all whenever 
the consent of 85 per cent of the production had been 
secured. 2 On April 8th, the Price Committee, consist- 
ing of Messrs. Torrance, Hoelscher, Cline, Barnes, 
and Gates, went into session at the Colonial Hotel 
in the town of Mount Clemens, Michigan, 8 and sat 
till the 14th. On the 16th, Weyman was able to inform 
all of the manufacturers by letter that the Committee 
had gone into all of the details of the license agree- 
ment, making such changes as seemed advisable, and 
that the manufacturers could expect to receive notice 
the first week in May of a meeting to be held in New 
York City for the purpose of executing final license 

1 Op cit United States v Standard Sanitary Manufacturing Company. Petition 
in Equity, p 15 

2 Cf " Resolution," Exhibit 1, ibid , p. 24 

8 Op cit United States v Standard Sanitary Manufacturing Company. Novem 
ber term, 1910 A True Bill No 5164, in the District Court of the United States for 
the Eastern District of Michigan, pp 32-33 
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agreement papers. The letter requested that the 
manufacturers should come prepared to sign the 
agreements or send such principals as might have 
the authority to conclude the matter. 1 

On the fourth day of May, the Standard Sanitary 
Manufacturing Company " assigned, sold, and set 
over " to Edward L. Weyman its patent rights to the 
Arrott dredger for pulverulent material, subject to 
reassignment at the end of two years. 2 On the fifth, 
the J. L. Mott Iron Works and the L. Wolff Manu- 
facturing Company did likewise with their patent 
rights to the Dithbridge Pneumatic Sieve and the 
Lindsay Enameling Powder Distributer respectively. 3 
Weyman himself possessed no funds and the Standard 
Sanitary Manufacturing Company loaned to him 
on May 2d, one hundred shares of its stock upon the 
security of which he negotiated a loan from a Detroit 
bank for $7,000. Upon this amount he then drew 
checks to the Standard, Mott, and Wolff Companies 
respectively for $5,000, 4 $350 and $500, to pay for the 
rights thus assigned to him. 6 On the sixth day of 
the same month, thirteen manufacturers met in New 
York City and affixed their signatures to the agree- 
ment that made the combination effective on June 1st. 
Subsequently, in May or July, three other manufac- 
turers signed like contracts. 

Under the terms of this arrangement the various 
concerns forming the combination agreed to pay on 
the sixth day of each month for use of the patents 

1 Cf. Letter of Weyman, Exhibit No 4 Op cit United States v Standard 
Sanitary Manufacturing Company Petition in Equity, pp 32-34 

2 " Agreement, " Exhibit No 5, ibid , pp 35-36 

8 Op cit. United States v Standard Sanitary Manufacturing Company, No 17. 
Brief, p 34. 

4 This patent cost the Standard Manufacturing Company, $35,000. 

* Op. cit. United States v. Standard Sanitary Manufacturing Company, No. 17. 
Brief, p 35. 
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a royalty of five dollars on each furnace in operation 
during the preceding month. All furnaces were to 
be considered as in operation each day unless shut 
down for more than six consecutive days. The licensee 
was to send to the licensor a sworn statement showing 
the number of furnaces owned at the beginning of each 
month covered by the report and also the number ?of 
days in which the furnaces were operated. 1 It was 
further agreed and understood that the licensee had 
the privilege of quoting only such additional discounts 
from the regular selling prices to jobbers as might be 
established by the licensor. 2 But in such establish- 
ment of prices, the licensor on his part agreed to employ 
a commission of six persons, of which body he himself 
should be one, the other five to be designated by a 
majority of the parties holding licenses. Alone he 
could make no change in the prices and discounts 
but could do so only with the approval of the majority 
of the members of the commission. 3 This system, it 
is interesting to note, greatly resembles that employed 
by the Cotton Bagging Combination two decades 
earlier. 4 

At the end of the fourth month of the operation 
of the new combination, if it appeared that a licensee 
had maintained the terms of the agreement, he was to 
be rebated 80 per cent of the royalties which he had 
paid for the license privilege for the first month only. 

1 " License Agreement," Section 4 Exhibit No. 8. Op cit. United States v. 
Standard Sanitary Manufacturing Company. Petition in Equity, p. 44. 

» Ibid , Section 5, p 45 Certain of the smaller manufacturers were allowed pref- 
erential discounts on sales to jobbers below the selling prices established by the licensor. 

» Ibid , Section 6, p. 46. 

4 In the Bagging Combination of 1888, L. Waterbury and Company fixed the 
sales prices at which bagging was to be sold by seven other bagging concerns, parties 
to the combination. These prices were determined in this case by the majority vote 
of the seven parties. The Waterbury people had no voice therein. Cf. Contracts 
A and B of the Bagging Companies, House of Representatives, No. 4165, 50th Congress, 
2d Session, pp. 142-144. 
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At the end of each succeeding month one more month 
was to be rebated, and failure to comply with the terms 
of the agreement was punishable by a declaration 
or forfeiture of any or all of the unpaid rebates. In- 
asmuch as this system of payments permanently 
kept the licensor three months' royalties ahead, the 
penalty might amount in certain instances to a con- 
siderable sum of money. 1 The agreement was to 
continue for two years, but might be terminated under 
certain conditions either by the licensor or the licensee. 2 

On June 3d, Weyman addressed the jobbing trade 
in a letter, the essence of which was that it would be 
impossible to sell licensed ware to anyone who had not 
executed the jobbers' contract, a copy of which Wey- 
man was thoughtful enough to enclose. 3 The agree- 
ment with the jobbers provided that the manufacturers 
would sell to them at discounts varying from five to 
seven and one-half per cent from the resale prices 
which were established in the schedules for licensed 
ware. 4 Each schedule, moreover, contained two sets 
of prices, one for car load and one for less than car 
load lots, the latter price being five and one-half per 
cent higher than the former. The country was divided 
into eleven zones, and the jobber was required to sell 
at the prices established in a given zone, without 
reference to the point of purchase. 6 This part of the 
arrangement meant that if the jobber sold outside of 
his own zone he must observe the prices established 
in the zone in which he sold. 

If all the conditions of the agreement were complied 
with, and the jobber confined his purchases to licensed 

1 " License Agreement," Exhibit No. 8 Op cit United States v. Standard 
Sanitary Manufacturing Company Petition in Equity, pp. 46-47. 

* Ibid , Sections 14-15. 

» " Letter to the Jobbing Trade," Exhibit No. 11, ibid., pp 62-66. 

* " Jobbers' License Agreement," Exhibit No. 9, ibid., p. 51. 
' Ibid., p. 51. 
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manufacturers, he was allowed a five per cent rebate, 1 
and was also allowed a second rebate for large pur- 
chases as follows: — 2 



$10,000 


2H% 


$25,000 


4% 


$15,000 


3% 


$30,000 


5% 


$20,000 


3M% 







The jobber further agreed to maintain strictly the 
resale prices of all ware and not to " purchase, sell, 
advertise, solicit orders for, or in any way handle or 
deal in sanitary enameled iron ware of any manufac- 
turer not licensed under the letters patent " 3 above 
referred to unless he should receive authority from 
Weyman so to do. Under these contracts Weyman 
estimated in his statements to the jobbing trade that 
the jobbing profit would be as follows: — 



Estimated Peopits of the Jobbing Tbade * 



On Sched- 
ules Nos 


Difference 
between C L 

and less than 
C L Prices 


Resale 
Discount 


Discount 
for maintain- 
ing price 
agreement 


Quantity- 
rebates 


Total 

Profit 

on sales 

prices 


1 and 4 
2, 3, 4| 
5,6 


% 

5* 

5* 


% 

n 

5 


% 
5 

5 


% 
2H 

2}-5 


% 
19-21 

17-19 



Breach of the agreement gave to Weyman the right 
to cancel immediately the contract with the jobber 
and all unfilled orders, and to withhold all rebates. 
Jobbers were expressly given notice that in case of 
their failure to five up to the terms of their agreement 

1 " Jobbers' License Agreement," Section 7, Exhibit No 9 United States v Stand- 
ard Sanitary Manufacturing Company Op cit. Petition in Equity, p 52 

2 Ibid , p 53 
» Ibid , p 54 

4 " Letter to Jobbing Trade," Exhibit No 11 United States v. Standard Sanitary 
Manufacturing Company Op. cit Petition in Equity, p 64 
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they could not thereafter obtain ware manufactured 
under the assigned patents from any licensed manu- 
facturer. 1 

Of the three hundred and eighty-nine jobbers whose 
names were contained in the Blue Book of the jobbing 
trade introduced as evidence in the suit by the Govern- 
ment, three hundred and forty, or eighty-seven per cent 
of the total number, signed the jobbers' license agree- 
ments, as did also forty-eight smaller jobbers not listed 
in the book. 2 It was claimed by the secretary of one 
of the independent companies that the price list of 
the combination showed increases of from one to forty- 
five per cent. This was based upon a tabulation made 
by him from the manufacturers' official price list.* 
The combination had scarcely begun operation before 
it was attacked by the Federal Government in both 
the states of Maryland and Michigan, as being in 
violation of the Sherman Act. On the 13th day of 
October, 1911, the Circuit Court of the United States 
for the District of Maryland handed down a decree 
granting injunctive relief as prayed for by the Govern- 
ment. The Michigan proceedings, criminal in character, 
are still pending at the time of this writing. 

VI. The National Cash Register Company 

The National Cash Register Company has been 
introduced into this study chiefly as a striking example 
of unfair methods of competition. This corporation 
has probably, — the Standard Oil Company alone 
excepted, — been the most predatory in its methods 

1 " License Agreement," Exhibit No 9, ibid , p 55 

2 Op cit United States v Standard Sanitary Manufacturing Company Brief for 
United States, p 45 

» Ibid., p. 45 
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of any of the trusts and combinations whose history- 
is known. Largely through these methods it was 
able to obtain a monopolistic control over the trade 
and commerce in cash registers amounting to ninety- 
five per cent of the total business. The bases of the 
suit against it by the Government are the allegations 
of conspiracy, attempt to monopolize, and monopoly. 

About 1882 the National Cash Register Company 
was organized in the State of Ohio under the name 
of National Manufacturing Company, for the purpose 
of manufacturing and selling cash registers. In 1884, 
or thereabouts John H. Patterson and his associates 
purchased a majority of its stock and then changed 
the name to its present title. In 1889 the Patterson 
interests incorporated a concern of the same name 
in the State of New Jersey to which were transferred 
the assets, property, and business of the Ohio concern. 
In 1906, the present Company was organized by the 
same interests. 1 

The history of the corporation as a corporation 
has been of an uneventful character and its chief 
interest lies, as has been stated above, in its strikingly 
unfair methods of competition. According to the 
Government's petition, John H. Patterson and the 
officers of the Company determined definitely as early 
as 1890 to suppress and prevent all competition what- 
soever in the manufacture and sale of cash registers 
and to monopolize the same. 2 The chief agency em- 
ployed for this purpose was a department which was 
known as the " Competition Department " or the 
" Ways and Means " Department, also designated by 
various other titles. It consisted of an active head 

1 United States v National Cash Register Company In Equity, No 6802, in the 
Circuit Court of United States for Southern District of Ohio Petition, pp. 10-11. 

* Op cit. United States v. National Cash Register Company Petition in Equity, 
pp 12-15. 
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with other officers and departmental managers, and 
employed a force of men whose duty it was, so far as 
possible, to destroy the business of competitors. These 
men were known as " knock out " men, and their 
special duty was to interfere with the negotiations of 
sale contracts by competitors. 1 Agents were directly 
hired by the corporations to spy upon business of 
competitors and to secure any information that they 
could, reporting the same to the aforesaid department. 2 
Still other agents were entrusted with the duty of 
securing names of customers of competing concerns, 
the information being duly utilized to secure the 
rescission of contracts. Employees of competing firms 
were bought up, and the agents of the National Cash 
Register Company were instructed in the use of com- 
peting registers so that they might be able to exhibit 
their defects. 3 

Cash registers were built by the National Cash 
Register Company resembling in a general way the 
registers of competitors. These were utilized for the 
sole purpose of competition and were sold at ruinous 
prices, their manufacture and sale being discontinued 
as soon as the competitor had been eUminated. When- 
ever a new concern lifted its head these machines were 
put into the field. At the same time the corporation 
advertised and offered for sale the registers of com- 
petitors at prices below the cost of manufacture and 
below the actual cost of such machines. The agents 
of the corporation had secured them from dealers 
in, and agents of, competing registers, who had been 
forced out of business, and from merchants who had 
obtained them of these dealers and agents. In order 

1 Op cit. United States v. National Cash Register Company. Petition in 
Equity, p. 14. 

» Ibid , pp. 14-15. 
» Ibid., p. 15. 
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to force competing dealers and agents out of business 
cash register agencies of the National Company were 
established in the neighborhood of such dealers, and 
the registers of that corporation were then advertised 
and sold at such prices as frequently to eliminate 
rival sellers from the business. Threats of the estab- 
lishment of these agencies were also made to dealers 
in competing machines, often causing the withdrawal of 
the latter from business through fear of financial loss. 1 

From time to time the corporation held meetings 
of its officers and agents at which plans were discussed 
and formulated looking to the elimination of all com- 
petition, and the establishment of a complete monop- 
oly. Agents were furnished with letters of instruc- 
tion in regard to the obstruction and elimination of 
the trade of competitors. From time to time there 
was published by the National Cash Register Company 
a paper known as the N. C. R. which was distributed 
to its agents as confidential matter. The directions 
of officers and managers, their speeches and state- 
ments, were therein published. Often this paper 
announced the intention to monopolize the cash register 
business. Agents were threatened with dismissal, 
and were dismissed, for allowing competition to exist 
in their territory. 2 

A common practice of the National Cash Register 
Company seems to have been the old one of the opera- 
tion of bogus independent companies. Concerns would 
be purchased secretly and maintained in pretended 
competition with the National Cash Register Company, 
thus deceiving competitors and oftentimes, — so at 
least it is alleged, — resulting in the acquisition by 
the National Cash Register Company from such com- 

1 Op. cit United States v National Cash Register Company. Petition in Equity, 
pp 18-19 

s Ibid , p 20. 
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petitors of much valuable information in regard to 
the business of the latter. 1 

In order so far as possible to forestall competition, 
the National Cash Register Company has pursued 
consistently the policy of acquiring new cash register 
inventions, and it is also alleged that by intimidation 
the corporation has succeeded in preventing still other 
inventors from putting their applications upon the 
market. 2 

In the factory of the concern at Dayton, Ohio, a 
display room was maintained known as the " Grave 
Yard " or " Midway." In this room were exhibited 
the registers of competing companies which had been 
eliminated from the field. Display cards gave data 
showing the name of company, the date of closing 
out, amount of money lost, etc. Manufacturers, mer- 
chants, and other visitors were shown this room and 
this was one of the prominent features of the intimida- 
tion policy employed by the National Cash Register 
Company. 3 Another was the publication and distribu- 
tion of lists purporting to give the names of concerns 
eliminated from the cash register business. One list 
issued in January, 1910, reads in part as follows: — 

" Within the past fifteen years, 158 cash register 
companies have been organized to compete with the 
National Cash Register Company. Of these, 153 
have failed in business. Their combined capital was 
$5,735,000. Their combined loss was $1,970,000. 
According to the sworn affidavits of its officers, the 
Boston Cash Register Company alone lost $192,- 
750.08. Of every 20 cash registers sold, 19 are Na- 
tionals. " 4 

• Op. oit. United States v. National Cash Register Company. Petition in Equity, 
p. 22. 

» Ibid., p. 22. 
» Ibid., p. 21. 
« Ibid., p. 25. 
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An apparently new method of competition was 
devised by the National Cash Register Company in 
the institution of suits at law or equity for the purpose 
of harassing competitors. These suits, it is alleged, 
were often entirely unwarranted and unjustifiable. 
They involved the competitors in heavy expenses 
the effect of which was to enable the National Cash 
Register Company the sooner to crush out and ehminate 
their competition. 1 

VII. Combinations of Wholesale and Retail 
Dealeks 

In considering the Colorado and Wyoming and the 
Northwestern Lumber Dealers' Associations, the Michi- 
gan and the Eastern Retail Lumber Dealers' Associa- 
tions, the Pacific Coast Plumbing Association, and the 
Southern Wholesale Grocers' Association, we examine 
a type of combination radically differing from most of 
those which we have so far studied. The principal 
difference lies in the fact that these latter combinations 
are no longer combinations of manufacturers, but are 
pools of individuals, firms, and corporations engaged 
in the wholesale and retail trade. 

Speaking in general terms, the lumber trade, like 
many lines of manufactured goods, passes through 
three sets of hands before reaching the consumer; 
that is, manufacturer, wholesaler, and last of all the 
retailer. Manufacturers of lumber receive that com- 
modity in the form of logs from the forest and saw it 
into the sizes and lengths required by the trade. The 
wholesale merchants known as the wholesalers and 
jobbers purchase the products of this manufacture 
and distribute it to the retailer. The wholesale 

1 Op. cit. United States r. National Cash Register Company. Petition in 
Equity, p. 23. 



A OROUP OF TRUSTS AND COMBINATIONS 631 

merchants are usually located either in or near the large 
lumber markets, sometimes maintain yards for receiv- 
ing and storing lumber products purchased from the 
manufacturers, and sometimes handle shipments of 
lumber direct from the mills to the retailer, upon re- 
ceipt of orders from retail customers. In the latter 
case the jobber in each instance serves merely as 
an intermediary and does not handle the lumber 
itself since he maintains no yard. Retailers maintain 
yards over the entire country at various places, in 
which are stored supplies of lumber purchased by them 
to fulfil the demand existing in their various localities. 

Besides these three classes engaged in the lumber 
trade there are the mail order houses, i. e., large com- 
mercial houses in various large cities throughout the 
United States which sell, in addition to other kinds of 
merchandise, large quantities of lumber. There are 
also a large number of so-called Farmers' Co-operative 
Unions and Yards. 

Consumers of lumber may be divided into four 
distinct classes: — 

1. The contracting builder or operator in construc- 

tion work who utilizes lumber in all sorts of 
such work. 

2. The converter who manufactures furniture and 

" trim." 

3. The United States Government and in some 

cases municipalities and railroads. 

4. The small consumer of lumber who uses the 

same for small buildings, for repair, and for 
construction work. 1 

The method of operation employed by the various 
retail dealers' associations has been substantially 

> United States of America v. E. E Hartwick and Others. Original Petition in 
the Circuit Court of the United States for the Eastern District of Michigan, Southern 
Division, pp. 5-9. 
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the same, tho each exhibits some slight variation 
from the methods of any other. Of the above .men- 
tioned combinations engaged in the lumber trade, 
the Michigan Retail Lumber Dealers' Association 
is the oldest. It was organized about 1888 or 1889 
as a voluntary unincorporated association of the retail 
dealers within the state of Michigan. The members 
of the association agreed to and did classify arbi- 
trarily the retail lumber dealers of that state, by 
providing that any person, firm, or corporation was 
to be regarded as a legitimate lumber dealer who was 
regularly engaged in the lumber trade and at all times 
carried an assorted stock of lumber and " trim " 
commensurate with the demands of his community 
(75,000 feet being generally regarded as a minimum), 
who was in the business for the purpose of selling at 
retail, and who kept an office during the regular business 
hours with a person in charge capable of attending 
to the wants of customers. 1 

Any member of the association who considered 
that he had just cause of complaint against any whole- 
saler or manufacturer could make complaint in writing 
to the secretary of the association, giving such informa- 
tion in regard to the shipment as might be obtainable. 
Exceptions were made in the case of sales to manufac- 
turers where the lumber was actually used by them, 
in the case of railroads and transportation companies, 
and finally of " trim " in the case of hardware mer- 
chants who kept a regular stock of goods. In all 
these cases, however, it was understood and agreed 
that shipments were to be in not less than carload 
lots. 2 

1 Exhibit A, " Constitution of Michigan Retail Lumber Dealers' Association," 
Article 1, Section 1. Op. cit. United States v. Hartwick, p 43 

* Ibid , Article 2, Section 5, p 46 
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The secretary of the association, upon receipt of 
complaints, was charged with the duty of notifying 
the party offending, or if the shipment was made by 
an agent or broker, was required to take the matter 
up with his principal. 1 If the offending manufacturer 
or wholesaler were a member of any association of 
wholesalers, the secretary took the case up with the 
secretary of that association, requesting the presenta- 
tion of the claim to the party complained against and 
the adjustment thereof. In case of failure to adjust 
by the efforts of both associations, the claim was to 
be settled by a board of arbitration of three members. 
One of these was to be selected by each association 
and the two in turn selected a third. 2 

Such complaints were to be made whenever any 
wholesaler, manufacturer, dealer, or agent should sell 
to any person not a regular dealer, as defined. Claims 
were not to exceed ten per cent of the value, at the 
point of shipment, 3 of the lumber so sold. If the 
settlement of the claim even after arbitration was 
refused by the manufacturer or wholesale dealer, 
members of the retail association were forbidden to 
deal with this manufacturer or wholesaler upon penalty 
of expulsion from the retail association. 4 " Com- 
mission men " selling to any person not a regular 
dealer were to be treated as manufacturers or whole- 
salers, while any wholesaler, dealer, or manufacturer 
selling to a " commission man " or shipping to persons 
not regular dealers, was to be held liable as if he 
himself had made the sale. 6 

1 " Constitution of Michigan Retail Lumber Dealers* Association/' Section 6. 
pp. 46-47. 

' Ibid , Section 8, pp. 47-48 

8 Cf By-Laws, Section 3. Op cit United States v. Hartwick, Original Petition, 
pp. 50-51 

' Ibid , Section 3, p 51. 

s Ibid., Sections 5 and 6, p. 52. 
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It was further provided that persons who quoted 
prices, or sold or shipped to other than regular dealers, 
in the territories of the association in which such 
persons had no yards, should be regarded as "poachers," 
and when they were reported in the membership and 
notification sheet, they were to be regarded as con- 
sumers at points other than those where they might 
chance to own yards. 1 Wholesalers and manufac- 
turers who made shipments to them in the territory 
of any member of the retail association were to be 
regarded as having sold or shipped to a consumer. 2 

Sometime in 1900 or 1901 the Michigan Association 
entered into correspondence and conferences with other 
associations of retail dealers throughout the country 
as to means of preventing competition between manu- 
facturers and jobbers on the one hand and retail 
dealers on the other. In March, 1902, as a result 
of such conferences, the secretaries of the retail lumber 
dealers' associations throughout the country became 
a corporation under the laws of Illinois, known as the 
Lumber Secretaries' Bureau of Information. At that 
time there were represented in it, besides the Michigan 
Association, the Union Association of Ohio, the South- 
western and Northwestern Associations, the Indiana 
Association, and the Illinois Association. It gradu- 
ally expanded to include many others. 3 Not merely 
was there co-operation between the Lumber Secre- 
taries' Bureau and the Retailers' Associations but there 

« In other words, retailers were expected to confine their sales to territory imme- 
diately surrounding: their own yards 

2 " Constitution of Michigan Retail Lumber Dealers' Association," Article 3, 
Section 3, pp. 48-49. 

s United States v. Colorado and Wyoming Lumber Dealers' Association, Bill of 
Complaint in Equity in United States Circuit Court for the District of Colorado, 
Eighth Judicial Circuit, p. 17 Between 1902 and 1911 this corporation was joined 
by the following associations "Wisconsin Association, Colorado and Wyoming Associa- 
tion, Nebraska Association, Western Association, Retail Association of Alabama and 
Tennessee, Mississippi and Louisiana Association, Association of Pennsylvania, Asso- 
ciation of Texas, Association of West Tennessee and Kentucky. 
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was also co-operation with the lumber trade journals, 
the Mississippi Valley Lumberman and the Scout. 
In these papers there appeared from time to time 
items of information showing shipments of lumber 
from manufacturers and wholesalers to consumers; l 
the lists, so published, operated as a boycott. Cir- 
culars were also issued by these lumber trade pub- 
lications containing information of a like character 
and also lists of " poachers." 2 

About 1904 Luke W. Boyce began the conduct of 
a detective bureau known as the Northwestern Infor- 
mation Bureau. Boyce was a regularly paid employee 
of the Northwestern Lumbermen's Association and 
with a force of assistants was engaged in ferreting out 
information respecting shipments from wholesalers 
to consumers. This information was furnished to the 
association employing him, which in turn furnished 
it to the Lumber Secretaries' Bureau of Information 
and the Mississippi Valley Lumbermen. 3 

Substantially identical in character and purpose 
with the Michigan Association were the Northwestern 
Association and the Colorado and Wyoming Asso- 
ciation. It is necessary to go a step further, however, 
and examine the interesting methods and machinery 
employed by these lumber combinations in the prosecu- 
tion of the campaign against the " unethical shipments " 
above described. In June, 1909, the American Lum- 
ber Trade Congress held a meeting in Chicago and 
there drew up a code of ethics which was intended to 

1 Cf op cit United States v. Hartwick, Original Petition, pp 29-30, and also 
United States v. Willard G Hollis and Others, Petition in Equity in the Circuit Court 
of the United States for District of Minnesota, p 39, and United States v Arthur L. 
Holmes, Indictment No. 4750, in the District Court of the United States for the 
Northern District of Illinois, pp 17-20. 

1 Ibid , United States v Willard G Hollis, pp. 59-62, United States v Holmes, 
pp. 26-34 

3 Op. cit United States v. Hollis, p 54. 
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govern all branches of the lumber trade in selling, 
except as to sales by the retailer to the consumer. 
The code of ethics provided that " unless a buyer is 
rated and in good standing, as shown by the well 
known lumber credit agencies, no orders shall be 
binding on the seller unless such credit and good stand- 
ing shall have been satisfactorily proven to the seller." l 

This practically confined the rating of all buyers 
of lumber and lumber products to the " Red Book " 
and the " Blue Book " which are published, the one 
in Chicago, and the other in St. Louis. 2 What this 
resulted in was simply that a buyer's name appeared 
in either of these rating books as a retailer whenever 
in fact he was a consumer, mail order house, or farmers' 
co-operative association, since the retail associations 
would insist upon such a buyer's name being stricken 
from the list or else that he should be designated as a 
consumer. 3 

The operation of the Eastern States Retail Lumber 
Dealers' Association was somewhat different from that 
of the three combinations in the Lumber Trade just 
considered, tho the principle involved was precisely 
the same. In the case of the Eastern Organization, 
the methods were less complicated and the general 
operation much simpler than in the western and 
middle western associations. This was due to the 
system of close co-operation existing between the 
wholesalers and the retailers in the former case. 

i Op cit. United States v. Hartwick, Original Petition, pp 19-20 

2 The " Blue Book " is published by the National Lumber Credit Manufacturers' 
Corporation, a corporation of the State of Virginia, the stock of which is either owned 
or fully controlled by this association, which is composed of fifteen or more of the 
largest manufacturers' associations of the United States. The " Red Book " is pub- 
lished by the Lumberman's Credit Association, a corporation of the State of Illinois 
Cf United States v. Willard G. Hollis and Others Petition in Equity in the Circuit 
Court of United States for District of Minnesota, p 34. 

■ Op. cit United States v Hartwick Original Petition, pp. 20-21. 
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The Eastern States Retail Dealers' Association 
was organized in New Haven in September, 1902, 
and became a membership corporation under the 
laws of the state of New York in October of the same 
year. Its membership was composed of retail lumber 
dealers who were elected as representatives and dele- 
gates of various state lumber trade associations in 
the eastern states. The objects of the state organiza- 
tions varied somewhat, but in general it may be said 
that they were to prevent so called " unethical " 
shipments by means of classification such as was used 
in the west. 1 The National Wholesale Lumber Dealers' 
Association is a membership corporation of the state 
of New York, and is composed of manufacturers, 
wholesale and retail houses, and jobbers, operating 
in all the states east of the Mississippi River and also 
in California and Canada. 2 

Before the formation of the Eastern Association, 
there had been on the part of various associations 
later composing that corporation and some of the 
western associations as well, combinations to secure, 
in conjunction with the National Associations of 
Wholesalers, such a classification of the lumber trade 
as would operate to confine the trade of the consumer 
to the retailer and that of the retailer to the whole- 
saler. As early as 1899 the Boston agreement was 
adopted by certain retail associations and the National 
Wholesale Association, authorizing the latter to formu- 
late rules of classification of lumber dealers as follows: — 

1. Manufacturers. 

2. Wholesale dealers and agents. 

3. Retail dealers and other legitimate customers 

of the wholesale trade. 

' United States v Eastern Retail Lumber Dealers' Association. Original Petition 
in United States Circuit Court for the Southern District of New York, pp 1S-19 
» Ibid., p. 37. 
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The classification was to be made along the lines 
of the rules of the trade in the various states, and 
arbitration was provided for in the case of the failure 
of the wholesaler and the retailer to agree. 1 It was 
also voted that the National Association take up and 
consider the evils from which the lumber trade was 
suffering, viz. : — 

1. Sales by manufacturers to consumers. 

2. Sales by brokers, etc., to consumers. 

3. Sales and quotations by so-called retail dealers 

to consumers through agents and by methods 
used by the wholesaler in soliciting trade 
from the wholesalers. 

It was further agreed that the National Association 
devise a plan that would, with the co-operation of the 
Retail Associations, control such individuals and 
concerns as well as a plan whereby those reported by 
the state association as selling to consumers, should 
be reported both to the wholesale trade and manufac- 
turers and required to conform to legitimate methods 
of business. Yet another resolution provided that 
in case the National Association was able to comply 
with these requests, retailers would, so far as possible, 
pledge themselves to buy only of the National Whole- 
salers' Association. 2 

Subsequently at the meetings of 1900 and 1901 
the Baltimore and Pittsburg amendments to the Boston 
agreement were passed, providing for a joint classi- 
fication and embodying provisions tending to strengthen 
the co-operation between the parties to the agreement. 3 

i Op. cit. United States v. Eastern Retail Dealers' Association. Cf. Exhibit F, 
Boston Agreement, pp 80-81. 

> Ibid., pp 80-81. 

3 Cf. Agreements, op. eit. United States v. Eastern Retail Dealers' Association, 
pp. 83-87. 
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In 1903, the Boston agreement was nominally with- 
drawn as a result of disagreement between the Eastern 
Retail and National Wholesale Associations in regard 
to classifications, 1 but in spite of this fact the retail 
associations continued to classify and the National 
Association continued to accept their classifications 
throughout 1903 and 1904. All available documents 
tend to prove that such co-operation has continued 
to exist between the two associations down to the 
present time. 

Information furnished by officers of the retail asso- 
ciations was published and circulated by the National 
Wholesalers' Association in a publication called " List 
C " which was issued periodically up to about Septem- 
ber 25, 1907, when it was discontinued. The informa- 
tion contained in this list, however, continued to 
be furnished by the National Association to dealers 
upon application. The object of the list and informa- 
tion was to prevent sales by wholesalers to anyone 
upon the list. Information in regard to concerns 
placed upon this list, and after its discontinuance 
enumerated in the letters sent out by the National 
Association, was obtained by correspondence and by 
circulars addressed to various retailers' associations. 2 

In 1908 at the Washington meeting of the National 
Wholesalers' Association a resolution was adopted 
to the effect that the relations established by the Boston 
agreement in regard to classifications should be con- 
tinued so far as consistent with a fair consideration 
of all interests involved. 3 The National Association 
from time to time issued circulars listing and publish- 
ing persons reported by retail associations, which 

1 Op cit United States v. Eastern Retail Dealers' Association, pp 45-49. 

2 Ibid , pp 50-51. 
» Ibid , p 53. 
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were known as "Yes" and "No" lists from the fact 
that they were merely lists of names with one or the 
other of these words at the bottom, and constituted 
statements as to whether or not such concerns as were 
enumerated should be regarded as legitimate retail 
dealers. 1 

In its most essential details the Pacific Coast Plumb- 
ing Supply Association differs but little from the 
Lumber Trade Associations just described. Its exis- 
tence dates from about the first of January, 1907. 2 
In its restraint of trade it made extensive use of the 
"Blue Book" of the Plumbing Trade. Members 
of the combination refused to order or to buy from such 
manufacturers of plumbing supplies as sold or shipped 
to persons in Washington, California, and Oregon 
who were not members of the association and listed 
in the said " Blue Book." This book in all essential 
respects corresponded to the " Red " and " Blue 
Books " of the Lumber Trade. It contained arbi- 
trary definitions of a manufacturer and a jobber, and 
the list was presumed to inform all the manufacturers 
who were the legitimate jobbers of plumbing supplies. 3 

The Pacific Coast Association further exercised an 
arbitrary discretion as to what individuals and concerns 
engaged on the Pacific Coast in the plumbing supply 
business should be regarded as jobbers. Ratings 
as such could only be obtained with the consent of a 
majority of the jobbers belonging to the association 
who were doing business in any locality where the 
given individual or concern desired to take up its 
location. This power, it is alleged, was used arbi- 

1 Op cit United States v. Eastern Retail Dealers' Association, p 54 

s United States v Pacific Coast Plumbing Supply Association and Others. In the 
Circuit Court of United States for the Southern District of California, Petition in 
Equity, p 11. 

» Ibid , pp 13-14. 
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trarily solely in order to prevent any increase in the 
number of jobbing houses in these states. 1 

In like manner as the lumber dealers utilized the 
Lumber Secretaries' Bureau of Information for a 
similar purpose, the National Committee of the Con- 
federated Supply Association, and its officers and agents, 
were made use of to disseminate information among 
the members of the association, and also among manu- 
facturers, relative to those manufacturers who sold 
to persons and concerns in the states of California, 
Washington, and Oregon and were not members of 
the Plumbing Association. 2 The matter of such ship- 
ments was reported by the Secretary of the Associa- 
tion, and the Secretary of the National Committee 
then took up the matter with the manufacturer. 3 
Through these methods the Government alleges it 
was possible for the Pacific Coast Association to control 
90 per cent of the jobbing trade in the states of Cali- 
fornia, Washington, and Oregon. 4 

The Southern Wholesale Grocers' Association made 
use of the " Green Book " published by the Associa- 
tion and entitled Official List of the Wholesale Grocers 
of Alabama, Arkansas, District of Columbia, Florida, 
Georgia, Indian Territory, Louisiana, Maryland, Mis- 
sissippi, North Carolina, Oklahoma, South Carolina, 
Tennessee, Texas, and Virginia — for the same pur- 
pose as the plumbing jobbers' combination utilized 
the " Blue Book." The Grocers' Combination also 
apparently endeavored to fix a limited selling price 
at which a commodity might be sold, and to secure 
the agreement of manufacturers to set such a limited 
selling price. The jobbers then demanded of the 

1 Op cit. United States v. Pacific Coast Plumbing Supply Association and Others* 
p. 14. 

' Ibid , pp. 16-17 s Ibid , pp. 16-17. < Ibid., p 15. 
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manufacturers rebates for the maintenance of such 
prices. 1 On October 17, 1911, a decree of injunction, 
to which all parties consented, was handed down in 
the Circuit Court of the United States for the Northern 
District of Alabama, enjoining the Southern Wholesale 
Grocers' Association from the continuance of such 
methods. 

VIII. Conclusion 

So much stress has been laid upon the Tobacco 
and Standard Oil decisions, so much emphasis given 
to the fact that the dissolutions of these two great 
combinations have left them in practically the same 
situation as before, that other suits brought by the 
Government have been completely overshadowed. 
To those obsessed with the idea that combination is 
a natural phenomenon and that competition is essen- 
tially anarchical and ipso facto undesirable, and to 
those who desire the repeal or amendment of the 
Sherman Act, the method of dissolution employed 
in the case of these conspicuous corporations is a proof 
of the impossibility of real competition, the absolute 
necessity of combination, and the general uselessness 
of the Sherman Act. While not in the least denying 
the existence of the tendency to co-operation in busi- 
ness, it is the belief of the writer that the fundamental 
basis upon which it rests is unreasonable restraint of 
trade. In other words, if the Sherman Act can elim- 
inate certain piratical and predatory methods of 
competition, a large proportion of the " natural " 
tendency toward combination would dissolve into the 
thin air. 

1 United States v Southern Wholesale Grocers' Association et al. In Equity. 
No 205. In the Circuit Court of the United States for Northern District of Alabama. 
Decree of Injunction, pp. 5-7. 
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It is largely for the purpose of throwing light upon 
this question of combination versus competition that 
the present article has been written. Are all of the 
members of the group just described examples of a 
natural tendency, or in some cases is the basis of their 
existence to be found in altogether different circum- 
stances ? If, as the writer believes, a very large 
proportion of the tendency to combination rests 
not upon the natural desire to co-operate but rather 
upon an equally natural desire to make money at 
whatever cost, the argument in favor of combination 
becomes certainly less strong. Somebody has remarked 
that the way to enforce a law is to put some one in 
jail. There may be a germ of truth in this argument. 
At any rate, why not give enforcement and strict 
enforcement of the Sherman Act under the " reason- 
able " ruling of the Supreme Court a thoro trial ? 

W. S. Stevens. 

Columbia University. 



